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4 introduction 
4 ’ . In this note we first explain a possibie inter- 
- 2% national agreement on oil stocks and demand restraints. 
; q We then show how long the agreed stocks would last 
‘: { during alternative oil embargeas. — in 
E The Agreement 
q 


a We assume that the US, Western Europe, and Japan 
each agree to maintain emergency oil stocks equal to 
thirty days of normal imports. Moreover, each part- 
ner agrees to exercise certain demand restraints dur-~ 
ke ing oil embargoes. . an 


y J In particular, when an embargo causes a loss of 
k less than 7 percent of the partners' total oil con- 

: sumption, no demand restraints are required by the 
agreement. When the embargo loss is more than 7 per=- 
cent but less than 14 percent of total: consumption, 

‘ ; then each partner reduces its oil demand by 7 percent, 
a | a and draws from its stocks enough oil to maintain con- 


a : ‘ sumption at 93 percent of normal. When the embargo 
; loss exceeds 14 percent of normal consumption, each 
partner reduces its oil demand by 10 percent and 


draws enough from stocks to maintain consumption at 
f° ; 90 percent of normal. . ad oS 


F : Stock Lifetimes Under the Agreement a Nae e a 
x : During 1973, the average total oil consumption 
“y : . by the partners was roughly 38.1 million barrels per 

a day (mb/d). Total average imports were 26.8 mb/d. | 

q Given these numbers, the partners would in 1973 have ah 5 
7 7 fared differently during aiternative embargoes. For . 5 
¥ example, an embargo might have developed gradually, - 

a in the sense that the partners' imports could have oe i 

E: : been reduced by an extra half percent per day until 

3 . the import. loss reached a maximum of 10 percent. 
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During this hypothetical embargo, each partner's 
stock would have lasted virtually forever. Had the 
Crisis reached a maximum of 30 percent rather than 
10 percent of normal imports, then stocks would have 
lasted for about 230 daysl/. stock lifetimes during 
other crises appear in Table l. ; ; 


oo 
- 


Had agreed stocks been 60 rather than 30 davs 
of normal imports, these stocks would have remained 
longer during each hypothetical crisis (see the 
second line of Table 1). With 90 rather than 60 days 
of imports in stock, the partners could have with- 


stood even a 50 percent maximum cut in their total 
imports for almost a year, : 


Lifetimes of Stocks Held by ECG Members 


The group of partners might consist of all ECG 
members rajher than the US, Western Europe, and 
Japan. This change in composition would in 1973 
have set the group's normal oil consumption at about 
34 mb/d, and normal imports at 21 mb/d. -But this 
makes little difference in how long stocks last dur- 
ing crises (compare Tables 1 and 2). ; 


17 a'55 percent cut in OAPEC e 


i , xports to the partners 
would have reduced their total imports by roughly 30 
percent. . 
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Table 1 


Days that Agreed US, Western European and Japanese Qil cere ee 
-  §tecks Would Have Lasted During Embargoes in 1973 be iy Ee Re 
ae oe + Percentage of Normal Imports Available 
Stockpiles 90. 85 go. 75 ——s70 __50 
(days of normal ~~ ; : ae 
imports) — - 
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8 Table 2 _ ; — a a0 
. Days that Agreed ECG Oil Stocks Would Have Lasted During Embargoes in 1973- : oo i 2 
a _ 3 | Percentage ‘of Normal Imports Available _ it ‘ ae San 
| Se. egs : on 


90 85. 


Stockpiles 7 
(days of normal se = ae 
imports) & : 


382 261 
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